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INTELLIGENCE MEMORANDUM NO, 222 12 September 1949
SUBJECT: Analysis of the Operation of Certain Intermational Organizations,

1. The attached material has been prepared to afford a "briefing® for
the Select Committee of the House Committee on Expenditures in the Executive
Departments which is to make a field study of the operation in Burope and
the Near Bast of certain internationsl organizations with which the United
States is concerned.

Annex "A": The orgenization, function, and operation of the United
Natlons Internationsl Children’s Bmergency Fund, the Intermatiomel Refugee
Organization, the United Nations Relief for Palestine Refugees, the World
Health Organisation, and the Economic Commission for Europe, as scen in
Western Ewrope, Eastern Burcpe, and the Near East, '

Annex "B": Background material on certain couniries of Burope and
the Near Bast, presenting information on political, economic, and soolal
conditions which would affeet the programs of the orgenizations diseussed in
Annex "A %
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Hotes This memorandum hes not been coordinated with the intelligence
organizations of the Departmente of State, Army, Navy, and the
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The United Nations Internmational Children’s Emergency Fund (UNICEFR)
ws egtsblished 11 December 1946 to carry on the rellef and rehabilitation
of children, a task then being relinguished by UNRRA, Dietribution was to
be based on need, regardless of rage, crced, mationality, stetus or political
belief, UNICEF ig supported meinly by direct comtributions from 33 governm
mentg, The USSR has not contriltuted, though some Sztellites have,

The Executive Director of UNICEF is Maurlee Pate, US busineas man,
Chafyman of the Fxecutive Board is Dr. Ludwik Rajchman, Pelish btacteriolo-
_ gist and former director of the League of Rations Heslth Organization.

Coordinator with the UN Appeal Tor Uhildrem iz FRj. Gen,
—Lowall W, Rooks, USA, former UNRRA chief,

As of 27 June 1949, UNICEF had received about $382,000,000 in cash from
gontrituting govermments, supplemented by $10,000,000 from individuals, As
of 26 July 1949, the total of contritutions and pledges was $132,000,000 of
which $129,800,000 had been allocated. The US haes authoriged §100,000,000
of matching funds on & 72 {U3)=28 ratic., The Fund has also received $32
miliion from UNRRA and domations from voluntary organizations and individuals.
Sixty-eight percent of contritutions and pledges originated from governmenta,
24 percent from UNRRA residusl essets and the remaining 8 pereent fram publie
fund ralsing campaigne and voluntary domations. As of 1/ July 1949, 1948
expenditures and allocations for the 1949 and 1950 programs totalled
$82,000,000 for Europe (of which about $45,000,000 will have gone %o the
Satellites) and $20,000,000 for Asia {of which $9,000,000 will have gone
to China), The fund also operates in North Africa, Labin Ameries, and
Germany but on a medical rather than a feeding btamsis. The UNICEF Exeoutive
Board has approved plans to contimme the work through 15 March 1950, but
these ave seriously jeopardised by lack of funde for operations beyond
1949. It is uncertain if oven the present $100,000,000 US authorization
;;n be fully metched by other contributors unless tﬁe tive ia extendsd through

500

B, Operations.

UNICEF geeks to meke a permement contribution to child welfare., Iis
progran provides a deily supplementery meal for over 5,000,000 childvren
and aursing and expectant mothers. ahiefly in Central and Basternm European
countries exclusive of the USSR, Aotusl administretion of operations i1s
offacted through assisted countries or agencies designated by them, but is
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checked by UNICEF missions. It relies as much as possible on such specialized
agencles as WHO and FAO as well as on the UN Departmwent of Social Affairs.
While caxrying out no medical program of its ownty, it supplements and stimmlates
the efforty of assisted countries, I provides esgential medical gupplies
such as vaceines; peniellilin, streptomyein, and DDT., Raw material for
children®s clothing has been progremmed.

The cheractor of the operations varies regionally,

1, Western Burope - Aid congigts chlefly of milk, fats, and mediesl
supplies, which bave been dlstribuied in Italy, Ausiris, France,
and

-}

20 EBagtern Furope ~ Child feeding programs ere in effect in Poland,
Czechoglovakia and Yugoslavia. The USSR hes neither reeeived por
contributed, .

3. Middle East ard North ifrica - 500,000 Pelestinian Arab refugecs
are being fed daily and expenditures and allocations to date total

$7,600,000. In North Africa, the program is chiefly directed against
tuberculonisc,

C. Comment.

From available evidence it appears that UNIGER operations in the Soviet
Satellites have in genersl been irec from governmenital interference, or
attempted fevoritism in distribution, However, UNICEF offiolals have com-
plained that the Satellite goverrmenis do not adequately publicize UNICER
ald and have boen ungracious in accepting it. The Satellite counmiries
bave willingly accepted the supplics but have opposed heving UNICER missiorm
checking distribution. Delivery of supplies %o Albania wes stopped In 1949
bscause the mission chief had been obstructed in his work snd dended the
right to visit depots end distribuition centers; a prohibition which congti-
tuted non~observance of the TNINER-Albenin Agreemeni, Bulgaria has recenily
intorfered with UNICEF Bulgavian employees. It is suspected that gome
Satellites may have tried to divert UNICEF supplies : @apecially drugs, to
the USSR, In conclusion, the work of UNICEF, wherever properly publicized
has added eredit to the US, which has played = mjor role in the project.
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The IRQ Charter, while approved by the UN Gemeral Assembly on 15 Desember
1946, became effective only om 20 Auguet 1948, when the required 15 netions,
contrituting 75 percent of the reeded operatiomal funds, hed finslly vatified.
The purposes of IR0, as stnted in the Charter, are to assist in the repatris-
tion or resettlemant of refugees snd displaced persons, to proteet their
rights and legitimate interests, and to give them care until their repatria-
tion end resettlement can be effected. From the beginning the USSR and its
Satellites bitterly oppoeed the IRG Charter on the grounds that in addition
to repatriation, it provided for the resettlement of suoh refugees and DPls
as veres wawilling for political reasons to retwrn Yo cowrdrics of their
natlonality. The USSR hes consistently regarded the unwillingneess of
Russians, Poles, and Belts to return to the USSR and Poland as ipgo faste
marking them as “war criminzls."

The IRO had 18 members on 17 May 1949t Auetralls, Balgium, Canada,
China, Deamark, Dominican Republic, France, Guetemala, Iceland, Xtaly,
Luxembourg, Netherlands, New Zealand, Norway, Switserland, United Elngdom,
USA, and Venemuela, It is governed by a General Council (GC), eompesed
of representatives of all 1ta members, end an Executive Committee conpisting
of nine members elected by the GU, The present Director General iz John
Doneld Kingsley (US), former Assistent Administrator of the US Pederal Security
Adminigtration and ex-professor at Antioch College. Kingaley succeeded
Williem Hallem Tuck (US). The Deputy Director Gemeral $s Sir Arthur Rucker
(UK), former Deputy Secretary in the British Ministry of Health,

The tudgets for both the first end second operating yars were in each
eege slightly above §$155,000,000, However, care and meintensance dropped
from 63 percent of the first year's tudget to 33 pezrcent in the second yoar
while re-egleblishmont, repatriation and resottlement incressed frem 21 percend
to 43 persent. The US contributed 46 percent of the budget.

- IRQ was organized %o take over the unfinished task of UNRRA end
IGCR (Intergovermmental Committee on Refugees). On 1 July 1947 the IRO
Preparatory Commission assumed responsibility for 704,000 eligible vefugess
and DP's, maintained largely in camps and asgemhbly centers in Western Geruany,
Austria, Italy, end the Middle Fast, It maintaing 25 prineipal offices and
mmerous sub-offices throughout Burope, the Western Hemlgphere, China, the
Middle East, and Africa, ‘
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Agreements negotlated with Occupation Authorities in the US Zones
of Germany and Austria impvee direet responsibility om IRO for the care and
maintensnce of refugess, for the operation of assembly centors for repatria-
tion, resetileoment and legal proteotion, and for providing supplemsmiary
supplies and feeilities. Besic supplies and services required by IRQ are
furnished by local authorities, Agreements with British and French c¢coupe-
tion authorities in Germeny and Austria differ fundamentelly in that the
uilitery authorities themselves undertaeke direct adminisiretion of the
assembly cemters. IRD also has agreements with France, Italy, Demmark,
end Switzerland, and negotiaiions are pending with other govermments. Supple-
mentary welfare and soclel services of verious types are movided in Germany,
Austrie, and Italy by some 25 wluntary organizations. In Spuin and Portugel
geveral Internationnl relief societies act as agents for the IR0,

The fundamental opposition of the USSR and its Satellites to the
resettlement functlons of IR0 has limited the ocoperation of Eastern
Buropean governments with IRO, Originelly IRO mainteined smsll offices
in VWarsew and Belgrade whieh provided useful lieison between IR0 aznd %he
governments there. In the latter part of 1948 the Bolgrade offics wam
closed at Tugoslavia's request but the TR0 field eteff atill maintains relaew
tively good liaison with Yugoslav authorities,

2, Regettlement,

Whereas betwoen 1 July 1947 and 28 Februvary 1949 only 62,621
refugees were prepetrigted by IR0, over half to Poland, in the same pericd
of time 408,067 were regettled,principallyin Iarael, UK, Canada, USA, France,
and Argentina. The problem of DP's, however, has not boen reduced ag much
as these statistics would indicate because vhe resettlememt figures are offset
by some 216,138 new apnlications reseived from refugees between 1 April 1948
and 28 Februery 1949, Thus in February 1949, 499,473 refugees were still
rocelving JRO care and meintenance,

Between 1 July 1947 end 28 February 1949, 93,431 refugees were
resettled in Israel. In May 1948, upon the outhreak of the Arab-Israeli
var, the IRC decided to withdraw suppert of immigretion to the genersl area
of hogtilities, on the grounds that such o troubled region wass Ilneligible ag
a destination for permament resettlement. In Jamuary 1949, after the
fighting had died down, the ben on aid to Israelebound refugees wag 1ifted.
An sgreement with the UK covering IRO's activities in the Middle Fast snd
Eagt Africen has been conoluded,
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During 19/8 a total of 17 governments were seleoting candidates
whon they would receive in mesa resettlement schemes. They were Argemtina,
Australie, Belgium, Brazil, Canada, Chile, France, Netherlands, Morecco,
Paraguay, Peru, Switzerlaend, Tunisia, Turkey, UK, US, and Venesuels. Depeud—
ing on the aobion of these countries, it waes tentatively estimoted that 342,500
refugees might be resettled between July 1949 and July 1950. These estimates
presuppose the US teking 165,000 and Australia 70,000 and are nescessaril)
but informed guesses., A hard core of refugees and DP's is in eny come cor-
tain to be left by 30 June 1950 when IRO plans to wind up its activities,
Meanvhile in this final stage, IRO has become the world’s largest mess trange
portation agency, dispesing of a fleet of 30 ships and operating 50 vailvay
trelins montkly in Burope.

C. Lomment.

IRO has done & great deal to liguidate the refugee and DP problem,
This has been primurily a Western European matter and faiflure %o solve it
would inevitably bave added to political and soclel umrest in an ares wtal
to I8 seowrity, Without detracting from IRO's record, it would be eptimistle
%o belleve that all the refugees will have been resettled by 30 June 1950,
IRO mst necessarily depend on the willingness of countries to receive ita
wards, As the bard core is approached, a pregressively larger proportion
of the remaining refugees is certain %o be uremployable or politically
undesiratile,fogtors which will increase the difficulty of placing them,
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Pahvein (British possession) § ﬁg% &in rupees)

Ireland s in oatmeal)
Italy 29,087 (in textiles)
Switzerland 23,226 (in medical supplies)

TOTAL, £1%,690,861
B. Qpexatioms. |

Since econtributions have fullen far short of pledges, relief activities
have been mscesserily ous w the minlmm. A wonthly average of less thmn $2
pe pergons and a daily caloris diet of between 1,200 and 1,500 has beext
mainteined for approximetely 940,000 refugees. UNRFR has been conducted
on & strictly emergency aad temporary basisy the Direoctor has kept in mind
the likelihood that permenent camps would only serve as momuments to whed
ws oongidered Western interfevence in the Arab world vhen Israel was given
atatebood. The neceasity for repatristion or resettlement has been wpper-
most in the minds of UN officlala,

Toposition of nearly one milllon refugecs on elready-improvighed Arab
agricultural communities in virtually bankrupt irab states has demoralized
the indigenous populations. Absorption 1s impeasible wnder present condiw
tions of widespread wmemployment, The UNRFR is tolerated by Arab govern-
nents because they realize thad they cannot get the needed relief without
N supervision, Occasional difficulties arise with customs officiale, and
tranaporiation feecilities are entirely imadsquate. Attempis ave being made
to gein permission from Israel to allow UNRPR supplies o transit that state,
thereby reduoing iransportation costs., Arsb govermments have complained that
UNRPR supplies ghould be bought loeally rather thea imported, but inflationmary
prices meke loeal purchese expensive as well as time-consuming when local
merohants must be dealv with individuslly. In Fgypt purchases may be nade
direoctly from the goveriment, and this bas been done vhenever possible, In
meny oages, imported poods represent donatiocns. Cherges that Arab officials
have indulged in black rarketing of relief supplies bave been made, tut relief
hes been on such o meagre scale that the opportunity for persenal emrichment
hag been extremely small, XLocal Areb doctors and murses ave employed vherever
they are aveilsble, aud this has met a complaint eriglnelly lodged by govern-

ments ;hat resented importation of relatively expensive foreign medical assistance.

On the whole, operations have been as efficlient as the magnitude of the job
and meagre Tesomrces oould permit.
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The World Health Urganization (WHO) came into exisience on 7 April 1948
as & Spoclalized Agency of the United Hetions, The objectlve of the orgeniza-
tion, as set forth in the WHO Constitution, is "the gttailment by all peoples
of the highest poaaibls level of health,® WHO iz composed of a World Health
Asgenbly, an Exeeulive Foard, a mumber of expert somnittees end subcommitiees,
and o Secretariat, The Assembly, vhich meets aunually. is mede up of dele~
gations frem the 65 member states, and mekes WHO poliey. The Evecutive
Board, consisting of 18 members, 1s the exceutive organ of WHO,and at
prosent includes; among others,;representatives from Frence, Poland, the Tnlted
Kingdom, and Yugoslavis. The Seoretariat, hoeded by the Direetow tonerol,

Dr. Brock Chisholm of Canads, and the Assistant-Director Gemeral, Dr, Martha
Eliot, formerly Asajstarnt-Chief of the United States Children’s Burean, it
sluded at the end of 1948,250 technloal and adulnlsirative staff members,

The headquarters of WHO is ot Geneva and regional offices have eclther
been estol ished or proposed for South Bast Asia; Furope (femporery), the
Eagstern Mediterransan, Amerieca, and Afvrica,

The USSR, Byelorussia, and the Ukraine, have signified that they mo longes
consider themselves members, despite the faot that there is no provisionm in
the WHO Constitution for the withdrawal or expulsion of members, Neither
Germeny mor Spain iz a member of WHO.

Governmental coutritutions to the 1949 WHO budget smount to $7,000,000,
of vhich the US ghare 1lg 36 percent,

B. Sperations.

In the promotion of positive health, WHO is direoting its attention to
melaria, tuberculosis, venereal diseases; moternal end ehild health, wmutvition,
environmental sanitation, public health administration, and mental heslth. In
addition to these woed programs, WHO tcok diresct relief action in combatting
the 1947 Egyptian cholera epidemic, and performs cerbain technical services in
such ficlds as epidemiclogy, health statistles, bielogical gtandardisations.

VHO activities in Westera Europe have conceontrated on malsria, tuberw
culosis and venereal diseases, particularly in Crecce and Italy. In Gresce
WHO carrled out an intensive anti-malarie campeign which involved spraying
DDT from airplanes, A §oiwt WHO/UNICEF program in tuberenlin-testing and
BCG vaczination included the X=ray exemination of 250,000 persons. A
publie health mission was sent to Greeee’and & venered dlssase progran is
planned for 1949, WHO sent en sdvisory misgion on malsrde; a technical mission
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on tuberculosis, and a public health mission to Italy, where it also cone
ducted an anbi-malerie omupaign and set up a pilet deonstretion in the
treatment of children and pregmant women with penicillin. A teohnical
miggion on tuberoulosis wes sent to France, and plans have been made for
tuberovlosis and venersel disease prograns in Austria.

Bagiern Barops.

Assistance has been furnished to Czechoslovakia s Poland, and Yugeslavia,
In Czechoslovakie, missions considered the control of malapis end venered
diseases, and a tuberenlin-testing and BCG wvaceinstion program was ingbituted,
Poland reccived missions on melaria and public health administration, 4
vendredl disease program was instituted and a model scheme for taberéulogis
- oontrol was established in Poland, IN Yugoslevie, malaria, tubereculosis

and vencresl diseese programs were initinted, some as joint aetiviities of
WHO and THICER,

Jeax Eagt.

Although WHO efforts have thus far been concentrated in the war-dzmeged

areas of Furope, plens have been made for anti-tuberculosis programs in
both Israel and Lebenon.,

C. Comment,

An analysis of the position of the Soviet bloc in WHO reveels that the
Soviet attitude toward the organization differs basically from that of the
United States and the majority of other members. The USSR and the Satellites
have sought to convert WHO inio a suprily organization which they eould

exploit to procure medical supplies and squirment rather than tochnicel advice
and assistance,

Eastern Buropean countries heve made repented demands for various
supplies and equipment ineluding speeial machinery for the production of
penicillin, These demands huve been accompanied by bitter propegends
attacks accusing the US of causing dlsease and death in Fagtern Euarope
b intentionally vithholding vitally meedsd equipment. It is probable that
the inability of the Soviet bloc to convert WHO inte 2 supply organization
for the aequisition or possible stockpiling of such supplies and machinery,
&8 woll as the fear of defeotion and "dewiationism® on the mrt of Soviet
technicel personnel exposed to Western idees, constituted the actusl reason
for withdraval of the USSR, Byelerussia, and the Ukraine from WHO,

Slnce Soviet attompts to remodel WHO to £it 1ts own needs and purposes
have boen successfully countered, the organization, evolving slong lines
favorable io the United States, hae mede an auspicious stert in fulfilling
the funstions for which 1% wae oresnted. Although seientifiecally advanced
countries, such ag the United Stales » cannot expect o receive substantial
material benefits in the form of mediosl missions end demonstration projecta
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from WHO, the United States will derdive certain indireot benefite from its
membership, Active US participation and the large percentage of the WHO
tedget contributed by the US will serve to inorease US prestige and pro-
pegete US metheds end influence in the countries vhich are aided by WHO
programg. In thie connection, the activities of the United States in WHO
are likely also to further the objectives of the recently expanded US
progran of technleal agaistence to undérdeveloped countries,
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A. Qrgagization and Functlong.

The ECE was established by the UN Econcmic and Soclel Council in March
1947 to undertake to facilitate, through joint action, European economis
recovery and development, The US and 21l Eurcpean members of the UN awe
members of the commlssion. All non-UN Buropean eouniries except Spain have
been invited to participate in its work, technically omn a consultative
besis but actually as full participants. ECE took over essential tasks
then being performed by the European Central Inland Transport Orgenizatioa
{BCITO), the Emergency Eccmomic Commitiee for Furops, end the European Coxl
Organization (ECC), three mon-UN todies established during World War IT to
deal with reconstruction problems.

KCE is headed by Dr. Cumnor Myrdal as Executive Seeretary, with headw
qusrters in Geneve, Tt has organized itself into technical committeea
on coal, elestric power, industry and materiala, inland transport, steel,
timber, development of trade, and sgricultural problems. Although ECE
meeta once & yesr in formal session, these sessions sre usually soncerned
with political dlscussions, whils the real work of ECE is done in the %echni-
eal oommitteegs, Here, exports representing the various govermments mest to
deal on s Euwropec-wide besgis with common reconstruction and development
problems., ECE hap a competent secreterlet to serve the sommittecs and per=
form general economic research.

. ECE and the other UN regiomal economic commissions petterned after it,
are unique emong UN commigsions in that they may make technical recommende-
tions directly to member govermments without processing them through the UN
machinery, This relative independence of action has faciiitated ECE’s outl-
standing work,

Bo QOperationg.
1. Gederalo

Since ECE's operations deal with common Furopesn problems, they are
best summarized functionally rather than reglonally, A few of the more gignie
ficont agpeets of ECE's record of oubtstanding ascomplishments are briefly
sumiarized belows .

Perhops the mogt important fileld of ECE activity hes been in
meeting the posteyar s0lld fuels ghortage through equitable alloeation on
the basle of need. With the ezsing of the coal shortage the allosation pro=
cedure hag booome less importens, and the Cosl Committes is turning more to
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development problems, It has studied the supply of pliprops end mining
equipment as well as that of coal wtilization and made recommendations to
the interested goverrments.

Bo Steel Committea,

ECE has concernsd itself largely with equitable allocstion of
metallurgical coke, essential to steel production, The coke shortege hag
recently eased, It has also studied measures on inereasing serap aveile
ability, although sllosation of serap is the funotion of an ad hoe Comnittee
on vhich the US is represented,

This cormittee hag made studies of the eritical pover shortage
vhich will not be met even by the ambitious ERP program., It has rrepared
reports on a number of hydrowelestric projeots oz well as on geveral
equipment and stendardization problems,

do Ipdugtry end Meterlala Committee.

ECE has sought to deal with a mmber of production bottlenecks
in bell bearings, conveyor belts » high-iension insulators, industrisl snd
agriculturel machinery, refractory materisls, non-ferrous metals, ete.,
which are hempering full Ewropean production,

In o continent partitioned by mumerous national boundaries,
transportation has long been a fruitful field for Intra-European astion,
and ECE has inheritsd the functions and problens of mumerous predecessor
organizations and conferences, It has sought o stimlste the census,
restitution, and redistribution of railwey rolling stock, Its most oute
standing work, however, has boen in the faollitation of intermational
road traffic, Through its effortg a mumber of European govermments have
signed agreements on freedom of the road, It has prepared an internstionsl
convention on road and motoz transport desigred to regulate intornational
traffic, esteblish custons rules, and determine the conditions to be ful~
filled by vehicles and drivers crogaing intermatioml frontiers. A work-
ﬁghparty has drafted 2 proposed intra-Buropean read network of standardized

Ways o

L

ECE has proposed an internmatioral scheme for finaneing inereamsed
timber production through an equirment loan from the Internatiomal Bank to
Austrie, Czschoslovekia, Finland, Polend, and Yugoslavie, Of the $16 miliion
required, roughly half would be supplied by the Bank snd the rest
eredits by the prospective timber-receiving countries, which would alse
guarentee purchase of the inoreased timber, The Fimnish portion of the
loan has boen mede,and megotiations ape continuing on the remainder of the
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This field promises to be & major asphers of HCE activity, as
ECE is the only body where Eastern end Western countries at present mest
on trade rroblems., Little hap been so fer accomplished, however, because
of the vneooperative attitude of the USSR,

In addition to the work of the committess, the ECE secretariat
has prepared & mmber of cxoellent ecoromic studies » partioularly its
economic surveys of Europe in 1947 end 198,

All Vestern European countries except Spain, which is barved,
and Portugal, vhich shows 1itile Interost, bove cooperated in ECE activiities,

The advent of the Europesn Resovery Program raised the problem
of ECE'g relationship with the Organization for Buropean Economic Cooperee
tion (OERC), the EZuropean body divecting the joint recovery effort, In
general it was decided that overlapping of funebion could be avolded and
that OEEC would not undertake those functions alresdy being performed by
ECE, The work of the two bodies is complementary, and ECE has provided OENG
with much useful statistical material,

The TK; as in its attitude toward gemeral EBuropean econonic
wnificetion, has at times been cool toward Joint action through the ECE,
It hag frequently questioned the need for certain ECE groups and activities,
Ab the recent ECE gession; Liowever, the UK was Rotably ccoperative, There
is some indication that, in suggesting ECE might bocome a wehicle for
stablization of the Buropesn coal market, the UK may be trying to comvert
it into an instrument %o proteot her export position, partioularly since

g ca.gje.l egrrangement with Poland and Western Germany is not politically
eagible,

The US Zone of Germany has partleipated in ECE sotivities
through the US delegation, to which OMGUS observers heve been attached
vhen necesgary. Allocation of Ruhy coul experus has taken place through
the ECE ccal committee, ECE esteblished a 1iaison office in Frankfurs,
over the strong objestions of the USSR, which maintained that ECE should
deel only with the Allied contyel authorities in Berlin,

The ERP countries have cooperated well in ECE and have proscnted s
80lld front ageinst Soviet propegands charges.

The attitude of the Fastern European eouniries toward FOE hag
been conditioned by that of the USSR, Poland and Cgzechoslovekia, both of
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vhich have mejor trade relstions with Western Burope, bave sought to
participate fully in ECE sotivities, while still becking the Soviet prow
pagande line. The USSR, vhile not itself participating in any of the P
real vork of ECE, has evidently, for cocnomis reasons, allowed the two
Satellites a relatively free hand. The USSR has confined ita cun pari-
foipation to attending the anmel ECE seasion which it has used as a
prepagands forum for attacks on the Marshall Plan, US export conmtrel policies,
apd Vegtern feilure to seek closer ties with the Sovlet sphers. More recently
the USSR has evinced merked interest in the oatablishment of the ECE trade
meshinery, proposing the creation of the trade develorment committee., Soviet
representatives sought unsuccesefully to bruadem its terms of reference to
include industrial development, probably in the hope of using it to

seoure noeded capitel goods frem the West. Since the irade cormitiee was
estzblished, hovever; the USSR has refused to furnish it uvith desired trade
statistics or to cooperate in other ways. It is not eertain, itherefore,
vhether the USSR really intends %o utilize ECE as a vehicle for expanding
Engt-West trade.

Poland and Czechoslovekia have both played an active role in '
BECE, being relatively coopsrative on a technicsl level, although of necss- ‘
gity following the Soviet propegande line, The Czech and Polish delegates
%0 the various coimitices have been ecomomic tschniciansg without a strong
political flavor, and hove been interested in promoting trade. The Poles,
in particular, with coal from Sileals one of their chief exporis, have
played a major role in the oozl committee.

Yugoslavia has until recently played a relatively minor role
in ECE, although it haa perticipated in coel allocations., Sines the Tito-
Stalin rift, however, Tugoslav represexitotives have appeaved more cooperative
and, particularly in view of the Cominform &gonomic blockade, can be expected
to join more fully in ECE activities,

¥
: E

Co Gomment. A
i
i

Since ICE io directing its efforts toward the aams goal ms the Ewropean
Recovery Progrem, its work is aspeclally useful in terms of the US foreign
policy objective of assisting Zuropean scomomio recovery. Insofar as it
promotes sconomic cooperation among the European nations it is
alao serving the US aim of greater European mnification, congidered by the
US as essential %o the polivieal revival and economic viabllity of Westera
Burope, Perhaps more than any other UN cormisalon, its work has been concrete,
practical snd of immediate sigmificance, and it hes already %o its credit a
record of useful resulis, Through its partleipation, the US hag been sble
to insure that ECE activitics do not teke directions unfavorable to US inter-

ests, and; even more important, to help gulde these activities in the most
fruitfil direction,

At present; with many shortages substantially liguidated, ECE ls exanine
ing how to chifi its emphasis from reconstruction to development activities,

R VA
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A mmber of subcommittees and working parties have already been eliminated,

and there is pressure to drop still others., It ig clear, hovever, tha$

even after the resonstruction period there will be numerous intre-European

- economlc problems which can be fruitfully approached on the basis of
sooperative action through the FGE.
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8o None of ihe international agencies memtioned (UNICEF, 1RO, UNRFR,
WHO, ECE) cperates in the UK, although BCE studies deal with the economic
eonditions of Britain,

‘ bo UN affairs are handled in a special department of the Foreign Office,
although many issues of course involve othep departments end other parts of
the government. Depuly Urder-Searetary of State, Gladwwn Jebb. ie specisl N
edviser to Foreign Seeretary Bevin, and Bead of the UN Depsrtuent of the
Foreign Offlce, A 49year-old carcer diplomat, Jebb entered the Diplomatie
Service in 192/ and wes an Excoutive Searetary of the Freparatory Commission
of the UN in August 1945, BEe has specialized in UN affaira, though st Press
gent he also is UK representative onr the Bruzsels Treaty Permaren’ Commission.
The following Foreiga Office officlals » 6180 permanent olvil servantz, serve
under Jebb in the UN depertmenmt: F. B. ds Bupdall, Head of the Refugee Departe
ment and the UN Economie and Social Department; E. B. Boolhby, Deputy Head of
ge UN Economic¢ and Seeisl Deparimenty and Boger Allen, Head of the UN Politdcsl,
partment;, _

Junior Ministers of the govermment who from time %o time lead delegne
tions to meetings of varicus subgidiary organs of the T arce Hegtor MoReil,
Minister of State; and Shrigtorher Mavhew, Parliomentery Under~Secretary of
State for Foreign Affeirs. Moyhew uas the chief X delogate to ECE this yar,
Melleil, 39, s in effect Bovinig prineipal deputy ium the Labor Government,
He was first elected to Purlisment in 1941, reclected in 1945 when he was
appointed Parliementary Under~Secretary of State for Foreign Affaira, and
hamed to hls present position in 1946, He is of Scottish origin, and wag
in newmpaper work prior to a full-time political ecareer. Mayhew, 34, uas
elected to Parliawent in 1945, following army service in which he reached
the rank of mejor. He wag appointed to his present junior ministerial post
in 1946, succeeding MeNell,

Bel
Approved For Release ZWRDP78-O1617A000700130003-4




Approved For Release 2005/04/12 : CIA-RDP78-01617A000700130003-4 ﬁ

T, Frange.

The Grench Jovermmentsl system is Republican in form; and functloas
under the Constitutlon of Ootober 1946, which estsblished a tdcamersl
legialature consisting of the Council of the Republie (the upper bowe)
ard the Netionsl Assembly., The main leglslative pover resides in the
Aggenbly of 621 deputies, while the uppor house, composed of 319 Semmtors,
hos very limited powersz, The twe houses jointly elset the President of ihs
Republic, whe, although he has little execubive authority, can exercise
some degree of persomal influecnece in selecting & prospsobive Premier and in

shaping his progrom.

The present Queuille Covermment, establiched in September 1948, 1s
bagsed on a middlewnf-the-road (Third Foree) corlition composed of Radleal
Socisliats, Popular Republicang, Soslalists, and some lemser moderate
elementa,

Largely bescavse  Prime Mindster ' Queuille has shown abdlity to some
prormlae, his Government has been In power for 12months, an unuseally long
term of office for a Frenvh Cabinet, Increasing labor troubles and internsl
political digeengion, however, nov seriously threaten the 1life of the Govern~
ment, '

The Commminlst Party headed by Maurice Thoreg, slthovgh custed from the
Cabinet in May 1947; is the largest perty in fhe Bationsl Assembiy sod gtill
poaseases real politicel imporiance becauss of its influence over lakor,

The French OP and ite affiliates occupy 182 geats in the lower house, having
pooled 27.5 peweent of the woltes in the lszat elections {(Wovembor 1946).

The Commmist=dominated General Labor Confedevation {CGT). heg = membership
of about 2,300,000, The bulk of industriel lsbor atill believes thd the
French CP and the CGT are the most cffechive defenders of working-class
intercets, despite the exploitation of labor wunions for pelitical ends,

Divergity of activity 1s a besio characterdstie of the French egconomy.
The two main parsulis, sgriculture and manufacturing, each absorb atout equsl
menbers of workerg--37,7 percent and 35,7 percent respectively. Foreigm
trade is of considerable Importance because: certain row material imports
such o8 coal; oil, and cotton are indispenzable end becauge food importe
mast, in the coming twelve months, include vital quantities of fate, oils,
and grains, Henee increasing emphasls is being nlaced upon exports as the
principal meens of paying for the esgentinl imports. Covernment ounghip oz
control of productlon facilifties is extengive, and inclndess rallvoads, the
lorgest commercial banks and ingurance companies, the Bank of France, the
coal, gas. and electrie industries, most of the merchent meyrine and aviation
industry, and moemifacturing enterprises such as the Rensult automobile
company. Prilde in individval enterprise is, however,; o411l strong espesially
In ferming, treding, and spocialty monufacturing.

Bm‘ag
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Organized labor exsrts conaldersble influence on egonomie progress
as well ag on politicel stabllity. The CCGT is the most dangerous weapon
used periodicelly by the Freonch Commmist Party sgeinst the present regime,
The two lesser labor organmizatlonse~the Scelalisi~triented WForse OQuvridge"
and the Catholic Confederation of Christian Workers {(CFIC)ware non-Commwdst
end have each a much amaller membership than the COT. They ere not so
aggressively led and are not elways eble to prevent their rank end file
from ecoperating with the CGT in demonstrations and strikes. labor unrest
hag been chronic in France since the war because real tmgee have not kept pace
with riging prices. At yresent all wages, bub only a few prices, ere sub~
Ject to Govermment conivols, The Goverrment hos refused a general wage
dnerense slnce September 1948, Pressure for higher wegea is, however.
dacrensing among the ranks of all labor and 1a fostered by the CGT,

In 1946~48, the main economic objectives were reconstruction of war
@amage, modernization of egricultural end industrial equipment, and over-
coming of the inflation, In mid-1949, however, the first two of these
tagks were well under wey, and the third was at losst temporarily achieved.
Thus attention hae been centered upon three long-range abgectivea;, towerd
which progress has been substantial in the past ysars (a) reduction of the
serious deficit in the balence of forelgn paymonis (especislly with the
doller areal}s (b) awoidance of infletionsry mesns of finswnoing the defiecit
in the internal tudget; and (o) substeniial improvement of living standards,
Further progress toward all of these goals is being slowed at present by
rising prices, especielly of foods, as a vesult of the severs summer drought,
BCA aid, hovever, affords strong support for the Govermment®s efforte, heving
gerved in 19/8-i9 to finance both 60 porcent of the defiodt in the imbernal
budget and virtually the whole of the deficit in foreign emchange payments,

Two current politicel issues have had a notable ecomomic and political
effect upon the French position with respest to internationsl cooperation,
France®s attempt to sponsor and support Bao Dails Covernment in Indo~China
on the one hand end to suppress the revoli of the Commmnist-led Viet Mink
on the other, is a sericus drain on France, both nilitardily end economicslly.
Increased military expenditurss in Indo-Chine are opposed by the French
Soclalist Party. A difference of opinfon exists on the question of admttting
Wost Germany to the Couneoll of Burope. Foreign Minister Seluman will insiat
that the Smar, mow economieally united to France, must be admitted to the
Council as an Associate Member mot laler than West Gormany. Cuy Mollet and
the French Socielist Party wish to delay the admission of the Seasr until
efter/formal poace treaty with CGermany.

French cooperation with the US or all majer questions affecting the
Eeat-West otruggle hes been increamingly cordial. The Qual d%Crsey, as
well ag & substentinl majority of the population, now recogalze fuily
that the futurs of the French democracy lies largely in the hands of the US
and ite willingness %Yo supply econemic and military assistance,
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IIX, Yegiezn Geormainve

In Westorn Goymeny, consorvatiem, as opposed %o radicelism of the wight
or left, will dictate the course of the nevw Federal goverrment as mow copgbi-
tuted. Following cuwrrensy roform in 1948, the slow but steady Improvement
of the seonemic situntion restored some messure of optimlam to the populae~
tion in ppite of war scares. By the natfonsl slectlons in August 1949, Germon
socialisn hed lost in populer appeal becauze of the improved econonis situa-
tion, the unimpressive example of the UK Lebor Govermment, and an infudiciously
gonceived election compnign. As a result, the econmervative partleg--the
Christian Demoorets, the Free Domcorats snd several smoller groups--us:
control of the Federal lover house or Bundostos. The Soeialists, although
the second strongestparby, are pow the opposition, together with minor
poripheral elenents from the extreme loft and vight, In goneral, the cone
servative vichtory will moan & governmmen® inelined to coopsrate with the US
ard Wostern Bwrope, although Serman entipathy tovard ccoupstion controlsy end
forelgn interference in intermal affairs will grow rather then diminish. The
congervetive government will sirlve in every way io reise Germany from the
position of an intermidonsl perieh gnd to oblain the reduction or elimiration
of ccoupation gontrola wherever possible,

On the other hand, neither the population mor the governuent will be
inclined to atbempt a rapprochepent with the USSR as a means for oblaining
German eutoromy, althoush CGermen unification will vemain an issue of the
first megaitude., The influence of the USSR on Gorvany will remain in direet
proportion to the proximity of lts military forces; in the weshern zoneg
Commmnisn will be unrepresented exeept by 2 nolgy bul ineffective minorilty,

As a resullt of the war, a shift of considerabls magaitude in the social
gtrueture is toking place. Although the loss of population amounta to about
10 pereent, a significant qualitetive chenge of the population is oxhibited
in the dispweporilon of older age groups and the grest excess of women, In
addition, the impoedt of refugess from the Dast has Murther distorted the
social struchure by the injection of an urassimilable element of conslder—
able megnitude, which ercates an oversupnly of unskilled labor as woll ag a
source of political unrest and dissatisfoction.

Wegtern Germany, despite the war and its afltermath, possesses the most
poverful industriel potentisl in continentel @astern Burope toedany. The German
econonmy, houever, ia burdeoned with many serdous problems. Defors the war,
Germany was able to compencate for 1ts shortage of most patural rogecurdes
and its inability to reise gufficient food for its population through exten
sive emxporbs of ccal and indusitrisl produets. The wor Increased the nesd
for sgricultural imports, becsuse food production ig 15 percent below the
prevar level, while the Vest Germoun populetion has ineveesed by 25 percent.
Wegbern Cermany 1s nov less able to supporit larpe imporig, however, because

I J-. )

of lowered Industrisl productivity and the postuar obstrelez to the sole of
Buli
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German products abroad. Occupution controls, vhich forbid some types of
heavy industrisl producticn formerly important in the German export trade,
the high prices of German goods, and the complex postwsr trode and payments
atructure ali coniribute to the German foreilgn trade prohiem.

There is, moreover, a lack of long~term investments for Industrial
recovery, the loss of former sources of food and raw msterials in Bastern
Germany, and rising unemployment. At present, industrial preduction re-
mains static at alout 85 percent of 1936, despite efforts to raise it to the
ERP goel for 1952 of a produciion level at lsast equal to 1936, with an

. export surplus to other FRP counirles, During the cwrrent fiseal year

Western Germuny has en exeess of imports over exports amounting to $1,108
milliony made up by BCA grants, and eppropristions by the ccoupying pousra
for vitsl imports.

After the June 1948 eurrency reform in effect a drastic reduction in
the amount of money in cirenlation production rose rapidly; goods retwrned
to the gtores, and the black market diled out. The Inflationary trend which
ensued,; levelsd off esrly in 1949, but prices remain extremely high in
relation to wmges, thershy causing contraction of the domestic market for
German products. Savings and domestic investmentg ramain low, but the open
ing of Western Cermeny tc foreign investment s expected %0 inoreage signifiw
cantly the smount of evailable capital.

A ocontimuation of the Bizonsnl Economic Councills "frse economy® policy
as a golution to Germary’s economic problems can be expected as a resuls of
the conserveiive victory over the Socialists in the federal slections.
Actually, goverrmmental planning and comtrols will be necessary in certain
fields, but Tree enterprise will be permitted the widest scope fessible,
and state soclellam will he unlikely unless a major reversel of the present
gradual upward eoonomic trend occours,

Be3j
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. Augtrig.

Within the 1limitetions of the occupation Conbtrol Agreemsnt, Ausirie

functions as s federal republic with a parliementery govermment. The

ssent government, eleceted in 1945, is 2 coalltion of the People's Party
Conpervative and Cotholic) which has a mejority and holds the chancellor—
ghipg and the moderate Socislist Party. HNational elections, scheduled
for 9 October; are expected to result in & contimwmiion of the coalition,
which 1s stalle and pro-Western, The Communist Porty, the only other
group to have parliementery reprosentation (4 seats out of 165); is a
negligible infiunence with virtually no chence of gaining legal control,

The USSR has not seized complete coutrol of the eastern zome, and the
general mildness of the occupetion has encouraged the Austriasns to be oub~
gpoken and self-preliant. Both the unpopular policies of the USSR amd
Austrials owm eoonondce ills serve %o weld the coslition perties and the
population info a steble fromt, Ausiria’s foreign policy, and its rela-
tlonships with the occupatlon elements, are irrevocebly bound up with its

efforts to obtain g treaty which will restore its soverelgnty and sgsure its

economic independence.

Desplie meny adverse fectors, Auvstrian economic recovery sinee 1945

has been motable, tat 1z primarily the result of foreign fimanclal assistance,

most of 1t from the B, Soviet coonomic policy, however, exerts a drag om
Augstrian reoovery. Desplie Soviet remowval of cutput from Sovict=gselzed
firms and of tuo-thirds of oil production, the index of over-all industrisl
production was 115 in July 1949 (193‘7“100& Agricvltural resovery has been
slow, with Austria supplying only about half its rationed food needs (2,100
oalories average daily ration). Austria’s dependence on foreign aasistance
is Indicated by its 1948-49 dollar area deficita of $220 miliion, end
deficits with other areas totaling $49 million. Fisecal stability has been
mointained by successive moretary and wage~price stabilization programs,
and ne inflationary pressures are evident at present. Unemployment is only
ebout 64,000 (total populetion sbout seven million)e
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Vo ltaly.

The first Parlioment of the new Italian Republic was elected in
April 1948, The term of the lower house (Chamber of Deputies) expires
in 1953, and of the upper house (Semete) in 1954, The Christian
Demoexratic Party, representing a broad but by mo means umiform apan of
political thinking snd cconomic interests, holds more than one~half the
geets in the Chanber and just less tham half in the Sennte. (The uormelly
Christian Democrat voters had been swelled by meny anti-Commmists vho
supported what eppesred to them %o be the beat political tulwark asgainst
Commmniam,) The Commmista and their left-Soclalist allies heve about
one-third the seats of Farliement; most of the remaining seats are held
by moderate parties of the Left and Right., Besides the Christisn Demo-
cratic ministers wnder the leadership of Premier De Gasperl, the present
Cabinet includes moderate Soedalists {left~of=centeryy Republicans {ton-
gervatived; Liberals, and independents. Only the extremists of the Right
(neo~fesalsta) and of the Left (Commuiniste and left=Socislists) are mot
repregented in the Cablnet, but the relative weakness of ths other partiocl-
pants in the Govermment leaves the Christian Demoerats in a position to
gontgwl the direction of the Government.

Although the Itclian Communist Perty has lost members aund prestige
since the end of the ¥ar, much of this loss has been caused by such un~
popilayr Commnist activities outside of Iialy ag the persistent Soviet
blocking of ltalian entry into the UN, and Communist efforts to sabotage
US aid progrems. If the present Italian Goverrment foils to achieve the
perceptible improvement in living conditions which wee a promise of the
elestion campaipn, the Commumists may recoup their losses and meke 2
gerious bid for participetion in the Govermment,

Outalde the CGovermment, the Commmists nield oconsidershle influence
over Italian 1ife Ly their domination of the Gencrsl Conlederation of
Labor, which, des_ite two defeotions in the past yesr of mon-fommnigh
trede wmionlsts, still controls the mejority of orgenized workers in the
heavy industries.

A vitel force in Italisn 1ife is the Catholic Church, Although it
does not direetly affeet sll the 99 pereent of ths Iiglieng who ese
nominally membexrs, 1t does exert an impertant influence on a conslderable
rortiocn of them, #Catholic Action,® a vigorous organization of Catholic
laymen, usuelly presents the eleorest, most militent expression of Vatiocan
thinking on politicel and socis]l problems, Among the Vatican, Catholie
Aotion, and the Christian Demooratis Pexrty (strongly oriemted toward the
Church) there are cwxrently two major and divergent %rends of thought:
one vhich advoontes progressive messures on mseoio-coonomic problems, and
the other which sseks to protect various vested interests,

Through their Parlismentary zepresenﬁatiws and trade union leaders
the Commumdste howe soughl, without succsss, to biock the development

B =7
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of 8 pro-Western foreign policy. They have found considereble non-Come
mnist support in the strikes and demonstrations when these have besn
based on econemic iasuss. The poor natural resources of Italy, the low
level of imdustrializetion, the structural defects of the economy in-
herited from Fasoism, apd the repidly expanding population result in &
generalized poverty in which the Communistefind many sympathiszers for
their complaints against the Government. Although the average employed
Ttalian 1s perhaps no worse off than he was before World War II, his
income then was only one-half that of the average Fronchmen,

Esonomic and social backwardness is egpesislly pronounced in the
South. There, cutside the few large citles; half the population is
111iterste, The low agrieultural produstivity cannot feed or provide
work for the large families that are characteristie of the ares, aud
industry offers mo gsolution. Opportunities for emlgraidon, which, especi-
ally before World War I, reliecved the populstion pressure in the South,
are now quite limited. Land improvenment and the encowragement of small
industries are contemplated by the Italian CGovernment as steps toward
solving "the problem of the South," Coumterpert funds from the ssle of ERP
goods will make a congiderable contribution to this efford; tut the large
amounts of eapital required and the preference of most private lnvestors
for the lorth do not furnish grounds for great eptimiam on speedy improves
nent of the cconomic and socliological condltion of Southern Itely.

The Peyliament which reconvenes late in Seplember will he faced with
urgent issues on & variety of eccovomic matters such as land reform texa-

tion, govermment smlaries, and labor relatioms. Prospecte are pot good
for Quick and adequate legislation end effestive implementabion,
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VI. Grescs.

Gresce emerged from World IT with its political stability almeost
entirely disrupted. It is nov a constitutional monarch,with a wnicameral
Parlisment. Simce the var, considerable progress has boen made toward
the restoration of normal govermment, despite #wo armed Communis: up~
risings, the second of which has been going on since late 1944 with out-
glde Comumist support. The present parliament wes chosen in IMarch 1944
(4n the first national elections since the establishment of the prevar
Metaxas dictatorship ia 1933). In September of the same yoar a nationel
plebiscite approved the return %o the throne of the late George II. lo
national elections have been held sinee that time. On the death of
George IT in April 1947, his brother succesded %o the throne as Paul I.

The political complexion of Parliament is generally somewhal right
of centar, Out of 354 seats, 135 are held by the rightist Populist Party
(1ed by Constantine Tseldaris) sud 81 by the middle-of-the-rosd Iiberal
Party under Sophocles Venizelos. Politically in between thess two parties
are groups led by George Papandreou (30 seats), StylianasGonatos (22),
Spyros liarkezinis (19), and Panagiotis Kanellopoulis (11}, General
Napoleon Zervas, who hesds a group of 20 deputies, is a rightist.,

- Inasmueh as no political party commands a majority in Parilement,
ocalition cabinets have bean used ginge 1947, a8 a means of preserving
the forms of democratic government and preventing undue imter=party
friction whils the serious mensoe of the guerrilla movensnt was present.
The Populists and the Iiterale » in opproximately equel numbers, have been
the principal partisipants in rooent coalition cabinets, which have also
had a small representation from one or moro minor parties, The present

Prime Minister is Alexander Diomedes, o respented financier and indepondent

statesman with Iiberal loanings; his cabinet is virtually the same as the
last one headed by the late Themistocles Sophovlis, Tsaldaris, the
Populist leader, is first Deputy Prime idnister and Foreign Iinister;
and Venizelos, Liberal lesder since the death of Sorhoulis, ie seccond
Deputy Prime Minister; Kanellopoulos, leader of the small Unionlst Party,
is linister of War., The work of tho cabinet is greatly facilitated by
the Cabinet Coordination Council » in effect a stream-lined inner ecabinet,
vhich is active in handling serious day-to-day problems, as well as in
paring important legislative decrees when Perliament is not In session
as during the summer of 1949).

The Greek Commmist Party (KEE) and the Commmist-dominated Hational
Idberation Front (EAM), as well as their auxiliaries, have been outlawed
since 1947, soon after their anmcuncement of the formation of a guerrilla
“goverument.® The guerrilla movement is now suffering a very substantisl
reduction as a result of inereasingly effective army-air action in the
field, and police and gendarme action in rear areas., Communist strength
was once estimated as above 15 percent of the male electorate s butb the
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mmber has wdoubtediy bsen reduced considerably by Communist failures
(in guerrills werfers and in programs of widespread sabotage and sube
vorsion in cities) and mistekes {on the Macedonian question aud on

Tito, vho had been the guerrillas' chief support). True socialists

are relstively wnimporsant in Greses., Othor left-of-center groups are
likewlse small, ant generally disorgenized. There is & dissident and
unorganized Iiberal group of some size that hag sometimes been con-
eldered slightly leftist, but ite basic eympathies sre probably centrist.

The principal issuves disturbing Gresce vevolve about the need for
effecting the best possible reduction of the guerrills rmovement and its
cutside support. Recsnt military successes s 1f followed by the establich-
.ment of effective controls of the northern border and the attrition of
the 5,000 guerrillas still at lergs in orgsnized groups within Greece,
will pave the way for a comsiderable improvement in political stability.

The Greeks are hoping to hold new munieipal elections as early as
possible, for the first time since liberation; but the tentative scheduling
of thees elections for the sutwm of 1949 may prove premsture. New
Parliamentary clections msy be held in 1950 if internal s ecurity continues
to improve. :

Hountainous and industrially beckwerd s modern Greece hes always been
poor and over-populated, and heavy wartime destruction and postwar insta~
bility served to intensify its two perenniel economic problemse: an
export deficit and a low standard of living. BSince the war, Greek
economic recovery has been unsven. Agriculture » which provides 70 percent
of total exports (tobasco, dried fruits, olive oil) and empleys thres-
fifths of the 74 millicn population, has revived the most rapldly, bubt
suffers from high prices, heavy competition in forelgn markets, and the
dislocation of 700,000 ferm people by guerrills warfare., The amall,
diversified manufacturing and mining industries have only partially re-
covered from the war owlng to lasck of imvestment capitel; guerrilla-induced
physicel and mental insscurity, and an inflationary situation which has
lowersd effective demand locally and abroad. MHuch of the potential economic
yield from the large Greek merchant marine contimes tc be lost throuch
the old practice of registering ships under foreign flags. Imvisible
returns from the tourist trade and from foreign remittance have recently
dropped from prewar levels., Inflation has been more severe in Greece than
other European countries since World Var II, primarily because of politicsl
and military instability during the guerrilla wars Gresk labor, faced with
a cost of living 264 times the 1939 level, is resiive under the government
anti-inflationary wege-freeze policy. Govermment efforts to sitimulate
recovery heve been limited by insdequate budgstary rescuwrces and by conirols
needed to conserve searce foreign exchsngs.

Since Greese ordinerily has difficuvlty paying for the imports on which
it depends for 70 percent of 1ts reguirsments in fuel, rew materials,

indvstrial equipment, and food, it 1s obvious that posiwar recoastruction
and relief needs, togsther with extraordinary expenses incurred by
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guerrillis warfare, could not be mot from the resources of a sbuibed

Greek econcmy. Over ome avd one-balf billion dollers {or eguiveient)

of foreign aid has been necessary to meet Gresk current and specis
requiremonts to date; of this the U5 has supplied $879 million, the UK
over $242 million and UNRRA $354 mildion, Since 1947, when the 1B
assumed from the UK the principal burden of supporting CGreece, s sizable
B nissicn in Gresce has coordinated the progran for the effective use

of Americen funds. The Americen Mission for aid to Greese {ANAG), headed
by Ambassador Grady, includes the ECA !Mission for Gresce (FCAG)under

John Nuveen, which handles economic and rorentel nattersy the Jolntd
B Military Advisory and Playming Group (JUSMAPG) under General Van Fleet,
vihich advises tho Greek Gomeral Staff on operational matters; and B
Army, Navy, and Air Force groups which administer procurement of supplies,

The 5 aid program has the long-range objective of improving the
Grock economy through thoe attaimment of greater govermmental efficlency,
the use of bettor agricultural and fvomstrial methods and equipmont, land
reclanation and power projects; and the development of light lndustries
neking a meximum use of local resources, While soms progress is now being
made in this diresction, the 5 Mission has hed to devois & major part of
1ts efforts to mesting such current Greek needs as the reliel and rehabilito-
tion of guerrilla~stricken refugees; maintaining a maximum of financisl
stability in the country; reconstructing vital parts of the transportation
systems and building up the Greek armed forces foar the antl-guerrills war,
The effectiveness of B mllitery advice, eguipment, and taetleal training
is indicated by the substaniial reduction in guerrilla forees achisved
by successful Greek Army operatioms during 1949.

World Var I¥ and the guerrilla war have had a more immediate and
eriticel effcet on Greece miliiarily, politlcally, sud economically, but their
soclological impact on Greece may prove nmore lasting., %Whils malnutrition,
disease (malaria and tuberculosis especially), and unemployment are chronic
Greck ills, their spresd hes been seriously advanced in recont years; at the
same tine war and postwar dislocations of the population promisze to remaln
for some time & scuree of concern to the Greek Government both economically
and 2s a potential source of unrest, .

41d of varving degres is given to 32.6 percent of the btotal Gresk
population by the Greek Government from its ovm resources and from U5
funds, along with the ald of UNICEF, IR0, Greek War Rellef, and other agencles.
Over a million indipents, 339,000 orphans, 713,000 members of conscripts®
families, and 700,000 gusrrilla~stricken refugees constitute an overwhelm-
ing welfare problem for an impoverished state.

Strenuous offorts have been nade during 1949 to resetile the refugees
as the guerrillas have been clesared out; by August only 458,000 refugees
remained in governmont securily centers, and 1t is hoped that another
200,000 can be repatriated before winter. [osh of those resetiled, however,
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necd continued govermment aid wntil the first harvest, and 1t is
probable alsc that these people will prove an espeeially vulnersble
target for winter ralds by the guerrillas.

Furthermore, 1l1~12,000 Greek guerrilla sympathizers are now
exiled om various Aegesn islsends for political reasons, while another
16,000 are temporarily detained by the army under preventive srrest.
These, plus an unknown number of captured guerrillas, are at present
an econcnle draln on the govermment, and their oventual re-education
ard resstitlement will be dAifficult,

In addition to the population affected within Greesce, those who
have left Greece in recend years present s problem of unkmown propor-
tions for the future, since if they remeln outside they may becoms an
important mew political or mllitaery threat, while If they return, both
the economic and poiitical difficulties will bs considerable. Sinece
early 1948, 25,345 children have bsen abducted from northern Greece by
the guerrilles ani sent to shelters in Commumist eountries, where they
receive good cave and e thorough Communist indoetrination 2113345 axe in
Yugoslavia, 3,550 ir Czechoslovakin, 3,050 in Hungary, 6,400 in Rumenia,
and 500 in Poland), These countries have thus far failed to cooperate
with the 1948 resolution of the UN CGeperal Assembly providing for the
repatriation of the children under Internstional Red Cross supervieion.
Besides the children, another 30-50,000 Grecks, are distributed in the
same Commmist countries; this group includes ex-guerrillas, Commmist
sympathizers, and Slsve-lacedonians who have voluntarily left Greece
since the 1944-45 civil war, ae well as a large nmumber who have been
foreibly evacunted by the guerrillas,
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ViI. Lelamon.

Lebanon is & parlismentary republic patterned in mogt respects
on the organizetion of the French Republic, It is the ouly Arsb country
that has no state religion. The population is appraxietely half Christien
and holf Moslem; repregentation in the Chamber of Doputies is allccoted on
t\his 'f.’asisq

The present governmeni under President Bishara al-Khuri and Prime
Minigter Riad Sulh is considered %o be chisfly interested in rreserving
ite oum prevogetives, It recently restricted oivil and political liberties
in order to malntain its position, Although meking an outward show of
supporting neeessary political, social, and economic reforms, the goverment
hac done little to implement various reform plans,

Politicnl oppusition in Lebanon conzists largely of pressure groups 8
elther regional or religious, which rewlve about certain lesding personali-
tions The divergent views of these groups hinder the formation of en
effecotive opponition, The Commmist Party, althovgh outilaved, contimmes
to function underground; and Beirut is a center for Commmist activity,
Comnzmisnm, however, is not considered a serious threat to the existing

goverment .,

Lobancn®s relatione with other Arsb states and within the counecil
of the Arab League are correct but mot cordial, The Lebunese Christian
population is fearful of domination by surrounding Areb states whisch are
predominently Moslem. Close ties continue to exist botween Lebanow snd
France in religious, educational, and eultuwral ficlds despite the politleal
breek which occurred between the two countries when Lebenon became inde-
pendent during World War IX,

- Agriculture forms the besls of Lebenese economy. Industries are
few and in the sarly steges of developmsnt, and losal resources for the
development of heavy industries are lacking, By viriue of its geogrephical
position, Lebanon gerves aa a center for enmtrepbt trade, and its conatal
cities possess & well=developed merchant class,

Degpite its basie agrioultural economy, Letanon is not gself-gugtaining
in foodstuffs; it depends heevily om Syrin for vheat in particulay, The
oountry, however, possesseg & limited mwexploited sgricultural potential,
Development projects are in procesa, but the majority of these land-uilizam
tlon schemes hoave not gone beyond the blue-print stege.

Lotenon®s leading manufacture, silk textiles, has suffered congider-
ably from the public demand for synthetles, Other Lebansse products (glass,
shoes, and cardboard) are of gecond-rate quality and are loeally consumed
for the most parit. A recent protective hariff hes been cstoblished in
order to foster the growih of local industries.
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Lobanese foreign trade has for years shown a consistently unfavorable
balonce., A portion of these adverse belances is finsnced through such
invisible exports as emigrant remittances, touriasm, and tramsit-irade

earnings. .

The Lebanese fimancinl gtructure is tied to the Fremch franc. Dollars
and pounds sterling are tadly needed to purchase essential materials and
consumer goods. The countyy 1ls making efforts to develop dollar sources
and % limit the importation of lumry ltems from hard-currency areas.
Contimied inflation stimulates popular uwmrest.

Lebenon, in meny respects, is the most advenced of the Arad stabes,
Literacy, estimsted at 91 percent, is markedly hlgher, and the general
standerd of living and of health is superior to that of neighboring Arab
comntries,

A1 education, public end private, local and forelgn, is subject to
government regulations, primerily for the purpose of fostering e feeling
of nationel and euituwrsl unity within the country, Although primery and
geoondary education are expanding, Lebaron sill lacks & state wniversity.
The two foreign institutions, however--the French Jesult College of Salnt
Jogeph and the Ameriocsn Univerasity of Beirmnbw=play e leading role in
higher eduction,

Lobanon possesses a falrly well-developed middle class, end the peapantry
in the moin owng its own lends in contrast tc the landlordetenant relation-
ship predominating in other Arab countries. The countryls trade union
organization is mors highly developed than thet in other Arab states.

The Chrigtian-Moslenm religious composition of the country affects the
sooisl pattern; each religilous group tending %o form its own distinet
commmnity. The Christian population is more westernized than the Moslem,
ag a result of missionmary educatlon, emigration ebroad, and gemeral religicus
ties with the Western werld,

Lobanege diginelination to accept any lerge portion of the displaced
Palestinian Arabs is direotly reloted to the religious composiition of the
state, since a large Influx of refugees,; who for the most pert are Moslem,
would upsget the sprroximete balance between Clrisiisn and Moslem eloments,
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VIII. Jaracl.

- The state of Israel, & republic with a parliamentary form of government,
is today ruled by a coelition government which in the only elections held
thug far (Jammry 1949) won 56 percent of the vote and mow controls 72 of
the 120 seats in the General Assembly (Enesget). The coslition, which in-
cludes three representatives of the religious bloc and one representative
cach from the Sephardim® and the nom-soolalist Progressive Party, is dominated

by the seven members of the moderete socilalist MAPAT Party, vhich directed

the Jewlsh Agenoy under the British Mandate and was responsible for the
policles leading to the establishment of Israel, the defeat of the Arab
armies, and the admission of Israel to the UN. The chief opposi tion to

the government comes from the MAPAY Party, which advocates extreme socialiasm
in internsl affeirs and cloger ties with the USSR in foreign affeirs, A
gesondery right-wing oppesition to the govermment is provided by the Herut
Party, the political heir of the former terrorist group, Irgun Zvai Leumi,
The Commnlst Party in Israel is mmericelly small (3} percent of the total
vote in the Jamary elections) and has very 1ittle appeal for the ardently
natlonnlist Israclisbecsuse of its direction from abroad and its long opposi-
tion to the establishment of an independent Jewish stete, Howewer, there
are some indieations that the Commnists are geining additional adherents
among Eastern Furopean immigrants and Prlestinisn Arabs.

The present Isrdeli Government acvocates a neutral policy toward the
Eagt=lest "ocold war," unlimited Jewish ivdgratlon into Israel, intensive

development of Israsl®s resources wnder moderate sooialist controls, and
complete eivic equality for all oitlzens of Isrmel irrespective of race,

religion, or sex, The attitude of the governnent toward the surrounding

Areb states 1s generally uncompromising., It is determined to rotein all
Pelestinisn territory now under its do fagto control, in apite of conflieting
Arab claims and UN resolutions, end meke Jerussiem an integral part of
Israel. Although the govermment has agreed to the repatriation of 100,000
of the aprroximately 800,000 Arab refugees; it is extremely unlikely that
meny refugees will actuslly return,

Because of the hostility of the surrounding Arab states and the politico=
economlc pressures resulting from unlimited Irmigration, Israel 1s faced
with formidable prohlems, In spile of these problems, however, the pattern
of parlizmentary govermment established during the pest eighteen months is
not 1ikely to be easily changed. Nor is there eny indication that the
g..?mimnoe of the MAPAI Party will be seriously threatened for some time
Come

Iszael's economy rests on precarious foundations because of3 . (1) the
poucity of notural resources in the Pelestine area; (2) the increasing cost
of supporting a rapidly enlerging population resulting from the constent

% The party of the deseendants of Spanish and Portuguese Jewso
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intlux of Jewish refugees; and (3) the oppressive cost of the recent
Palestine fighting and the contimuing armed truce » both of which have absorbed
8 substantial portion of Israel’s cwrrent revenue, Owing to the resultant
unbelanced economy the new Jewish stete has become dependente-for an indew
finite period—-upon extensive foreign ansistance, particularly from sources
in the Us,

The Israclis believe that their struggle to overcome these difficul tles
will be successful and point to the following recent optimistic developmentss
(1) finamoisl contributions are contimuing to flow in from abroad, pertioularly

from the US3 (2) a loan of $100 million was rogently granted to Israel ty

the Export-Import Bank; (3) a financlel agreement has just been concluded
with the UK, whereby a substantial portion of Israells sterling balances
will be unblooked; (4) foreign trade pacts have been signed with Poland,
Hungery, and Czechoslovakiay (5) there has been some foreipn investmenti

in Isrzeli commerclal enterprises—-c.g., the Palestine Economic Corporation;
and (6) the inauguration of Israecl's domestle austerity progran, dosigned
to keep the consumption of imported goods to a minimm, has now teken place,

Isracl®s atiack on the msjor problems moted above, housver, is vul-
nereble in geveral respects. Any serlous dlmimution of foreign finnnelal
aid-~for instence, through a US dusiness depression, which would substantislly
reduce contributions-—would strike at the roots of & stete so limited in
natural resources, partloularly since it is antieipated that $2.5 billion
will have to be spent during the next few years to implement the agricultural
and industrial schemes and to support the rapidly ineressing population.
Israells ability te develop sufficient exports is also open to question,
Although Israel has certain favorable prospects of becoming a Middle Fagd
industrial supply center, Areb bdtterness coused by the Palestine wer makes
it highly debatable when and to what extent Middle Fast morketa will be
availctle to the Israclis, while the postwer return of US and other forelgn
megs-produced goods to world markets will provide severe competition for
Israeli’s high-cost goods. The Hnifa refinery is siill closed. Finglly, even

th areble acreage substantially inereased through expanded drrigetion,
the country would by po means be assured of agricultural self-suffisiency,
and the continued necessity of importing food would require the allocation
for forelgn exchonge badly needed for other projecta,

Comparad to the othor ststes in the Nesr Bast, Israel has an extremely
high gstendard of living, with comparable standards of healih and edusation.
Except among recent Jewleh irmipgronts from Yemen and North tfrice, illiteracy
1s elmost nom~existent. There is compulsory elementery and gecondary
education, supplemented by mumerous technicsl and profesaionsl schools.

The Hebrew University in Jerusslem which has an internstionsl reputation,
is Israclls cutstanding educstional institution.
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Israel®s medionl faecilitles are on 2 par with those of Western Europe,
and its people do mot suffer from the endemic diseases which flourish in the
swrrounding countries, The emphagis is on preventive medieine.

The most gerious socisl problem confronting Israel is the assimilation
of ite immigrants, The population has inereased over 35 percent Iln the past
sixteen montha as approximately 250,000 Jews have entered Israel from Europe,
North Africa, and Yemen, Although a prodigious effort is being made to
care for thess people, more than 50,000 are still lodged in tented camps,
and many more thousands are without cmployment., Coming for the most part
from urben 1ife, they resist the attempits of the Israell Govermument to
place them in piomeering, agriocultwral settlements, and they tend to cons
centrote in the larger towns and oities. Only about 15 percent have so
far been settled on the lend, and Tsraell industrial development is incep~
able as yet of absorbing mare than s small proportion of the remainder,
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X. Jdopdsn.

Although the Hoghimite Kingdom of Jorden is nominelly a econstitutional
monarchy, with a constitution, a perliement, and a cabinet, Eing Abdullah
i1s an absolute monarch within his own dommin., The UK, however, exercises
sonsiderable control over his activities through British advisers statloned
at Ammen and through 1ts anmual subaldy of three and one-half million
pounds to the Kingls Army, the Arzb Legion, without whioch ; bdullah’s in-
fluence in the Arsb world would be negligible, Because of his ambition to
rule over & unified "Greater Syria® encompagsing the present stdtes of
Jordan, Syria, and possibly Lebamnon, his relations with the other Arad
stetss, with the exceplion of Iraq, are far from cordial, Abdullah has
been more realistic in hig relations with Israel than any of the other
Areb sdates, but contimies to fear Israeli aggression,

Jordan controls all of Arab Palestine (that 1s, the territory not oecupled
by Israel) with the exception of the Tgyptisn<held Gaza astrip, The Palestinian
Arabs are represented in the Jordan Cabinet and caxrry on loesl goverrment
thenselves under Jordanian militery governors.

The econcny of Jordan is ailmost entirely agricultural and pastoral,
There 18, morocover, little prospect of fubture econcmic development, sinece
there are large desert aveas ungsuited for exploitation, few natural resources,
end little capital and skilled labor. Jordun's principal economic impord-
ance is its pesliion athwart present and projected oil pipelines,

‘With approximately half of Jordan®s population still nomadic or semi.
pomadie, its living, health, and educational standerds are extremely low.
Tliterscy is widespread, and only & small proportion of Jordan’s youth
atiend even elementary schoclas. The govermment maintains a public heelth
service, bt it has made little hemdwny against the endemio disepsez of
the country,

The relief and resettlement of the Arab refugees from Israel constibute
Jordan®s greatest domestie problem, The refugees under Jordan authority
now number approximately 400,000, and although the govermuent has provided
them with limited food and shelter, it is quite incapable of caring for them
adequately even for a short time, The UN has administered rellef during the
past year, and the eventual resettlement of the refugees will also have to
be financed and organized with outside assistence, In the meantime, the
refugees are a potential threat to Jordan's interrsl seeurity. The great
majority still confidently expect to returm to thelr homes, now within the ge-
facto frontiera of Isysel, and they may well reset violently when they
realize that Israsl is unlikely to permit any significant munber to do g0.
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X. gpaln.

By official declaration Spain is a "latholic Scelal State ccoastiluted
a8 a lonarchy.¥ Actually no monarch has beer named; it remains a dictator-
ship beaded by Francisco FRANCO Bahamornde, whao holds the titles of "Chisf
of State® and "Generalissimo of the Armed Forces." Franco governs by
decree~law through a cabinet composed of ministers of his own choosing,
and a parlisment {Cortes) which serves principally to offer suggesilouns or
to approve his asts,

Thers 1s only ons legal political party in Spain, the Falange, and
Franco 1s its titular head. Although it retains quasl-goverumentel status,
in recent yoars its actual powsr and influence in government have been
greetly curtalled,and most of its outward Faselst trappings are no longer
in evideonce. The govermment and most of its officials are distinetly
*Rightist;? yet much of the scelal and labor legislation enactsd by ths
present reglme can be slassified, by goneral European standards, &s pro~
gressive and advanced.

The Govermment is stable and is expected to remain so. Franco's
personal position 1s possibly more secure now than at any time sinee he
came to power, despite dlssstisfaction manifested in many guarters. With-
out the support of the army and security forces, however, Franco could not
remein in power,

An importent but small segment of the monarchists and the nobility
have given Franco their tacit if not active support, es the lesser of
evils, and from fear of disorders which might accompeny an attempbed
restoration, The majority of real monsrchists, however, advocate restora-
tion of a gonstitutionzl monarchy with Don Juan, the ysumger son of
Alfonso XIII, as King, Currently s rather tenvous coaxlition hss been
effected with the Socialists and Anarchists with this end in view; bub
few have hope that s restoration is possible in the near future.

The "leftist! labor groups im geveral are gharply divided into anti-
Communists on one bhand and Commmist Party members end thelr fellow
travelers on the other, There is no way of accurately estimating the num-
ber of Communists in Spain, although it is believed small, as the party,
which is illegal, is kept underground by constent security-police vigilance.
It is undoubtedly, however, the best organized and most active of the groups
opposed to the regime. As an aftermath of the Civil War, and the strietly
enforced security measures of the France Governmment, theres are sald 1o be
many more Spanish Communists outside Spain than within its borders.

lone of the current domestic political issues in Spain ls serious
enough to throaten the stability of the Franco regime. FProbably the most
important current problem confronting Frenco is the Falange, which formerly
constituted one of his prineipal supports. Franco is attempling to maintain
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the morale snd keep the support of the Party and at the same tine
reduce its influence in govermmental affairs., Although this bas
occasioned considerable Party resentment, Frames is expected to achieve

his purposs.

Abcut half of Spain's population of approwimately 28,000,000 are
engaged in agriculture and the rest in business, professions, mining,
ard industry, Dlost of Spanish industry is concentrated in two regions,
the Barcelona axd Bilbac areas. The former 1s almost entirely devoted
to the textlle industry amd iz the most highly industrialized region in
Spain. Steel ant. shipbullding ave the principal industries of the Bilbso
region,

Rehabilitation of the national economy, which has still not ro-
covered from the Civil War, is the gravest problem of the Spanish Govern~
ment, Two basic factors have hindered ecomomic resovery:s a serious shortege
of forelgn exchange, which limits Spaints imports of necessary raw mate-
rials, mechinery, and fertilizers; and oms of the worst droughts in the
country's higtory. 4&s Spain normally depernds almost entirely on hydroeleciric
power, greatly curtalled production of electricity has had & most aseriocus
effect on industry. Thie, inr turn, has caused incressing unemployment.
A graver rezult of the drought has been the damage to livestoek and crops,
especlially cersals, vhich even in good years ave insufficient for the
couniry's needs. Of necessity, therefore, Spain has had to purchase large
quantities of wheat abroad, most of which has come from Argentina. Avail-
able supplies from that country have, however, proved inadequate, and
ourrently Spain is buying wheat in the US with dollars obtained through
a $25 million Chase Bank loan, secured by 105% gold eollatersl.

There is a wide disparity in the concentration of wealth in Spain
whieh prodiices marked contrasts in standards of living. For the mejority

of the pepulation living stsndards are low, aud there is a constant struggle
to obtain the bare necessities of l1ife,

B « 20

VUNEDRNE
Approved For Release 2005/04/12 : CIA-RDP78-01617A000700130003-4



"Approved For Release 2005/0&idsineflSaiRiiEia8.01617A000700130003-4

XI. Foriugal.

Portugal is an suthoritarian, corporative republic, Although the
constitution provides for a President and a National Assembly, both
elected by direot suffrage, end for a Corporative Chamber whose nmembers
ars appointed by the corporative organizations, the actual ruler of
Portugal is Prime Ifinister Salszar., The corporative structure of govern~
ment Institubed by Salazar is based on the Christian Democratic social
principles laid dewn in the papal encyclicals, Under this corporative
asysten all economic and sceisl setivibies are integrated under the
supervigion of the State, with the purpose of achieving a propesr balance
among the population, capital, labor and the professions. Vithin
Portugal the party system, in ths ordinary sense, has ceased to exist,
and sinece the advent in 1928 of the prosent regime, Portugelts pclitiecal
development has been generally resiricted to Government-sponsored moves~
mentis, Al prosent the only legal political organization is the HNational |
Union which dominates all political 1ife., Such political opposition to the
regime as does exist is ineffective and disorganized because of the political
apathy of the population, popular approval of the present Govermment, and
efficient control by the secret police. Tho clandestine Communist Party
1s weak and does not comstitute a threat to the Govermment, The main-
tenance of political stability in Poriugal is directly dependent upon the
continuence of the support given by the Army to the regime. Although
Salazer is not personallw popular in military circles, his ability as an
econcmic administrator is edmived and he is regarded as the only man who
can lead Portugal out of its present economie difficulties,

The Portuguese economy is devoted primarily to agriculture, which
engages nearly 60 percent of its population. The country is virtually
without heavy industry and has for meny years imported most of its machinery
and fuel, Before the wzr these imports were pald for by exports of wine,
cork, naval stores, sardines, timber, and cotton textiles;and by invislble
foreign exchange receipts. Because of its neutrality and conservative
fiseal policies; Portugal cmerged from the war with & steble currency and
considerable reserves of gold ard forelgn exchange. HNowever, beceause of
the need for replacemont of squipment snd replenisbment of stocks following
the war period, imports, particularly from the S, rose to unprecedsnted
heights, Furthermore, considerable imports of foodstuffs have been required
becavse of several very poor crop years (including 1949), which have eaused
& further drain on dollar exchange., Exporis have not expanded comparably;
it has become incroasingly difficult to locate forelgn markets for
Portuguese products, which zre largsly non-sssential or aveilable elsewhere
at lower prices, The critically adverse foreign trade position is continu-
ing, despite Government efforts to curb all but the most cssential imports,
and available foreign exchange and gold reserves are very nearly exhausted.
The Government has been forced to postpone long-term projects for indusirial
development and agricultural modernization, designed to provide a more
stable basis for an economy beset with the problem of a steadily increasing
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popuwlation in & commtry with poor natural resources. Economic 1life
throughout Portugal is in e deopressed condition with unemployment, for
yoars virtually unknowmn, incrsasing. The cost of living for the average
Portuguesse, whose living standard has always been at a bare subsistonce
level, ie mounting., Because of its despsrate economic straits Portugal
this year has applied for ECA asaistance.
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